We investigated Chinese consumers' perceptions of price fairness by introducing the type of firm ownership (state-owned monopoly, and non-state-owned corporation) as an independent variable, to investigate whether or not people's feelings of price fairness differ between stateand non-state-owned firms. Results showed that our participants tended to accept price rise because of cost increase, but not price rise because of an increase in demand. Participants also regarded as unfair the price remaining high when cost decreased. Auction in the situation of shortage of goods, was also regarded as unfair. State-owned monopolies raising their prices was viewed by participants as being more unfair than a price rise by a non-state-owned corporation.
of business strategy, and also influences consumers' purchasing behavior and intention (Creyer, 1997) .
Despite the importance of perceived price fairness, research on the topic has been sparse (Bolton, Warlop, & Alba, 2003) . Kahneman, Knetsch, and Thaler (1986a) suggested that fairness of price was a constraint on profit seeking and may influence the setting of prices for products. They found that consumers tended to accept prices based on costs and regarded this as fair. However, they found that consumers tended to think it unfair to raise a price because of demand increasing. In another study Kahneman et al. (1986b) suggested that prices are not fully determined by demand and supply law, but are constrained by standards of fairness. Price changing relies more on costs than on demands. Thus the consumers' feeling of fairness should be an important factor in price setting. Vaidyanathan and Aggarwal (2003) argued that it is not universally true that price increases are perceived as fairer if they are cost-justified. They found that even cost-justified price increases can be perceived as less fair when the causality is internal to the seller.
On the other hand, Campbell (1999) demonstrated that the inferred motive, as well as inferred relative profit, provides causal explanation of perceived price unfairness. Campbell found that earning high profits through auction may lead to strong feelings of unfairness. When the auction is motivated by public interests, the price is perceived as fair. In that study it was also demonstrated that the firm's reputation can influence the inferred motive, thereby altering perceptions of price unfairness, and evidence was also provided that consumer inferences of the motive for a price increase influenced the perceived fairness of the increase.
However, all the above studies described here were conducted in Western social and economic contexts. The findings and theories have not been tested in a Chinese social and economic context. Maxwell (1995) suggested that the social and economic environment influences people's perceptions of price fairness. Evidence from cross-cultural studies also suggests that socioeconomic values could affect people's fairness preference (see e.g., Henrich et al., 2001) . Do Chinese consumers share the same perceptions and behaviors as people in other cultural contexts? In China, the economic structure is different from that of developed Western countries, and state-owned enterprises, especially monopolies, and nonstate-owned firms coexist. This is different from most Western countries. In China, state-owned enterprises are regarded as relating to national security and social stability, and play the role of regulating the economy and taking social responsibilities. They compensate for the lack of a market economy with a "visible hand", that is to say, the ability to intervene and regulate the market. Because of the nature of its ownership and the people's expectations of the social role and responsibilities for state-owned companies, people expect these firms to take into account the interests of other people, not only their own profits. Do Chinese people have different perceptions of price fairness for different types of firms?
We based our study on that of Kahneman et al. (1986a) and also the research of Campbell (1999) to investigate Chinese consumers' perceptions of price fairness, but we introduced a new variable, namely, the type of firm ownership. We examined three aspects of people's perceptions of price fairness in the study. Firstly, we investigated fairness perceptions of price rise because of cost increasing versus demand increasing; secondly we investigated fairness perceptions of price remaining stable while cost was decreasing; and finally we investigated fairness perceptions of auction in the situation of shortage of goods (auction intention: out of public interest or not). We formed the following hypotheses: Hypothesis 1: People's perceptions of fairness will be significantly different for a price rise resulting from a cost increase compared with a price rise resulting from a demand increase. Hypothesis 2: People's perceptions of fairness will be significantly different for the price rises of monopolistic, state-owned, and nonstate-owned firms, resulting from an increase of demand. Hypothesis 3: Whether or not people perceive auction as fair will depend on the auction motive, for shortage of goods or for public interest.
Method Participants
The study was conducted in 2009. In Table 1 , participants' ages and occupations are shown, along with number of participants in each category. 
Procedure
The participants were given several scenarios, which included price change resulting from demand or from supply change. We then asked participants to judge whether or not the change was fair in each of the scenarios, using a 5-point Likert scale to measure acceptance and fairness of price standards, ranging from 1 = very unfair to 5 = very fair.
The whole study was a between-subjects design. We used a 3 (type of firm: state-owned, monopoly, or nonstate-owned) × 2 (price rise reason: cost or demand) design.
Then we used a 2 (type of firm: state-owned or nonstate-owned) × 2 (auction intention: out of public interest or not) design to investigate how the type of firm relates to auction behavior. The scenarios used here were the same structure as tasks set by Campbell (1999) . We again used a 5-point Likert scale to measure acceptance and fairness of price standards, ranging from 1 = very unfair to 5 = very fair.
Results
A 2 (price raise reasons: cost or demand) × 3 (type of enterprise: state-owned, monopoly, and nonstate-owned) analysis of variance (ANOVA) showed that there was a main effect of price rise reason, F(1, 594) = 514.432, p < .001, in that participants' perceptions of fairness were significantly different for price rise because of cost increase and for price rise because of demand increase. There was also a main effect for type of enterprise, F(1, 594) = 25.768, p < .001; and there was an interaction between the two factors, F(1, 594) = 17.927, p < .001. Further analyses showed participants' perceptions did not change according to type of enterprise involved in a price rise resulting from a cost increase, F(2, 297) = .755, p > .05, but were significantly different when the price rise resulted from demand increase, F(2, 297) = 34.886, p < .001. The results showed that participants accepted price rises that resulted from cost increases, and regarded these as fair, but they did not accept price rises resulting from an increase in demand and judged this as unfair. Results showed that participants also regarded it as unfair when enterprises do not lower their prices when cost decreases again. The type of enterprise significantly influenced their feeling of unfairness, F(2, 297) = 19.607, p < .001 (see Table 2 ).
A 2 (motivation of auction) × 2 (type of enterprise: monopoly or nonstate-owned) ANOVA showed that there was a main effect for auction motivation, F(1, 396) = 142.288, p < .001. There was also a main effect of type of enterprise, F(1, 396) = 14.189, p < .001. There was no significant interaction between the two factors, F(1, 396) = .008, p > .05. Results showed participants had different perceptions of fairness when there was a positive auction motivation from when there was a negative motivation for an auction, and also a different perception according to the type of enterprise. When there was a positive motivation, for social benefit, the auction was regarded as fair and acceptable. Otherwise, it was perceived as unfair to auction goods, even in the case of monopolies.
Discussion
Results of the study showed that participants accepted price rises based on cost increases, perceiving these as fair, but they did not accept price rises based on increase of demand. In addition, it was regarded as unfair if the price remained high when cost later decreased. Participants thought auction in times of shortage of goods was unfair. For firms with a good reputation who auctioned their goods, participants had stronger feeling of unfairness about the auction. But if the auction was in the public interest, instead of for the purpose of maximizing the firm's profit, our participants found this acceptable. Moreover, the feeling of fairness was stronger towards firms with a better reputation. These results replicated those gained by Kahneman and colleagues (1986a) and Campbell (1999) , indicating that in the Chinese socioeconomic context, consumers have the same standards of fairness perception about profit-seeking behavior as has been found in other cultures.
On the other hand, results in this study showed that, in the economic structure of China, for the state-owned firms, especially monopolies, consumers are more sensitive about price fairness. Therefore, state-owned firms should be concerned more with consumers' perception of price fairness than with constraining their profit-seeking behavior. This is a strong implication of this study.
China has experienced 30 years of market economy reform and achieved great development. Private firms, joint-venture businesses, overseas-funded enterprises, and share-issuing enterprises coexist with state-owned companies. The proportion of state-owned companies has declined, but they still hold an important position. These state-owned companies have strong links with national security and to social and economic stability. They play a role in regulating the economy and compensating for the shortcomings of the market economy, and take into account social stability and public interest. Our results in this study indicate that the seeking of maximal profit should not be the primary goal of state-owned firms; they must also take into account social effects and be aware that they have a greater responsibility to the people than do nonstate-owned companies.
There are some limitations to the present study. We found that Chinese consumers show differential fairness perception to state-owned and to nonstate-owned firms, but we did not explore this mechanism. Is this a social norm, as suggested by Maxwell (1999) or are there other factors that might explain the difference? These questions are left open for examination in further studies.
